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BOARDS AND THEIR COMMITTEES:
WORKING TOGETHER

Frank Dangeard
Managing Partner, Harcourt
Committees, particularly audit committees, are
sometimes better accepted than boards. Privatecompany founders who resist a meaningful
board, and who in practice might not even have
a functioning one at all, will recognize that they
need to present properly audited accounts to their
banks, commercial partners and public authorities.
They will accept to put in place an audit committee
in order to give credibility to the accounts.
The norm, however, is for boards to come first, and
committees second. Boards of small privately-held
companies often function without any committee
at all, with the boards doing everything. Others
only have an audit committee. Most jurisdictions
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now mandate two or three board committees:
audit, nominations and remuneration - this is
particularly the case of companies listed on a
stock exchange. Many companies have additional
committees to reflect priorities or concerns. In
short, board committees have become the norm.
There are good reasons for the generalization
of committees: they facilitate board work and
improve the quality of decision-making. But
setting up a committee is not enough to ensure
that it will discharge its responsibilities properly,
nor that it will assist the board effectively. Many
board members are puzzled about their committee
responsibilities, and are clear neither about how
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the committee’s agenda relates to the board’s, nor 1) The committee proposes, the board decides
about how they should interact with the board
itself.
Committees sometimes have delegated authority
on certain limited matters, but the board should
Here a few examples of committees not working normally decide on all important matters. There
properly:
are multiple consequences to this simple rule:
- Committee meetings are short and technical,
the conclusion of the experts (for example, the
external auditors or the remuneration consultants)
is accepted without serious discussion;
- The committee works properly, but its agenda is
narrowly defined to cover technical matters only,
and never referred to in the board meetings;

- Board members should have access to all the
committee papers in advance, whether they are
on the committee or not, in order to understand
the issues discussed if they are interested in doing
so;

- Committee reports at board meetings are
indispensable. The oral report must be clear and
reasonably complete, so that non-members can
- Committee reports are very short and do not understand why recommendations are made. The
give the directors who are not on the committees minutes themselves may be shorter, depending
an understanding of how recommendations or on the practice in the jurisdiction, and should
decisions are arrived at;
obviously be made available to all directors;
- A committee acts as a “board-within-a-board”,
with key decisions taken in the committee - the
rest of the board being asked only to ratify, and
certainly not encouraged to ask questions;

- Directors who are not on the committee should
be allowed to ask questions and have them
properly answered. However, it will only be in
exceptional cases that a discussion is completely
reopened;

- The directors who are not on a committee do
not trust the quality of the work done in the - If a board member is worried about an item on
committee;
the committee agenda, he or she should be given
the opportunity to voice that concern beforehand,
- Board meetings drag on and delve into too much and even be invited to attend the committee
detail, whilst committee meetings themselves are meeting. A committee cannot become the “latest
short and superficial.
entertainment in town”, but there is no reason to
turn down a genuine request to attend.
In all of these cases, committees are either useless
in their own right, or useless because they do not
assist the board in carrying out its duties.
2) The Committee’s agenda is technical, but its
purpose is business
The reality is that, with today’s enlarged board
agendas and responsibilities, board cannot A committee is always created with a specific
function properly without effective committees. purpose, which generally requires technical analysis
It is therefore important that they work together and competencies (analysis of financial accounts,
properly.
remuneration, governance and nomination, health
and safety, operational matters, etc.). But if all
This is not as hard as it seems, as long as some of it does is rubber-stamp the conclusions of the
the following is kept in mind.
internal or external experts assigned to the matter,
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it will be of limited use to the board. Conversely, if
it tries to double-guess the experts and redo the
work, it will waste everybody’s time.
A committee adds to governance when it checks
that the technical agenda has been properly
discharged, but then uses this agenda to discuss
the business issues raised by the technical matter.
For example, a remuneration committee will look
at business and individual performance, assessing
in the process whether the company has the
management team it needs. An audit committee
will look at the financial statements, and beyond
recommending to the board the accounts, will
assess the business model, the performance
of the business and the relative position of the
company in the market. The committee reports
will cover the technical agenda, and comment on
the business seen from that particular lens.
As a consequence:

have in equal measure. Board should be
comfortable to delegate the technical oversight to
these specialized committees and certain directors
only, and trust their recommendations;
- Certain matters require in depth analysis, which
can be carried out by a committee, but not as easily
by a full board. Ad-hoc or standing committees
can be set-up for that purpose (assessing an
acquisition or divestiture, reviewing investment
proposals, overseeing health and safety, reviewing
enterprise risk, etc.);
- Setting up a committee sends a message inside
and outside the company about the priorities of
the board and management. That “messaging
power” should not be underestimated;
- Committees can handle more open-ended or
difficult matters for a preliminary discussion,
assisting in framing a subsequent board discussion.

- It is healthy to have a wider cross-section of It is normally the responsibility of the board chair
management attend the committee meetings; to put the committees to good use in order to
improve the efficiency of the board’s agenda. The
- Committee meetings, beyond the technical chair can decide at any time that a difficult matter
agenda, can be more open-ended and flexible requires more in depth discussion, and refer the
than the board meeting themselves, both in terms matter to a committee. In addition to the standard
committees, other committees can be set up on a
of discussion and timing;
permanent or temporary basis, depending on the
- Because different committees will look at problems at hand and the availability of the full
matters with different lenses, some overlapping is board to handle them in whole or in part.
not in itself a problem.
4) The choice of the committee chair and
3) The board’s agenda is organized keeping members is important
committee work in mind
As always in governance, composition matters.
The board’s agenda is generally so crowded that Committees are no different.
it is both unrealistic and inefficient to expect the
board to handle everything properly. This simple - Other board members must trust the technical
fact is why the board’s agenda must be organized competence and dedication of committee
members.
with committee work in mind.
- Many committees (audit, remuneration, - Committees can also be set up to maximize the
nomination, governance, etc.) require a degree of expertise of board members.
technical expertise that not all board members
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- Committee members must show complementary
expertise and be compatible for the committee
dynamics to work positively.
The chairman of a committee plays an essential
role, first in interacting with management, then in
ensuring that committee discussions are open and
exhaustive, and finally in reporting to the board. A
board will generally trust a committee if it trusts
its chair - hence the importance of choosing a
committee chair wisely. The time-commitment
of the chair is at least double that of the other
committee members – hence the importance
of accepting a chair position wisely (even if the
remuneration generally reflects the increased
commitment).
In conclusion, in today’s enhanced board
responsibility era, the board’s agenda can only
be properly discharged by taking into account
the work done in committees. One cannot be
considered to be functioning efficiently without
the other(s).
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